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Gray Report on U.S. Foreign Economic Policies 


The paramount objective of all U.S. foreign policy is 
to establish a lasting peace among nations. The contri- 
bution of the U.S. foreign economic program is to help 
build the economic conditions and relationships needed 
for the growth of democratic societies able to defend 
themselves and to improve their living standards. This 
objective is the basis of the Report to the President on 
Foreign Economic Policies by Mr. Gordon Gray released 
on November 12, 1950. The analysis and policy recom- 
mendations contained in the Report are those of Mr. 
Gray and his staff; they do not yet represent official 
policy, and further work would be needed to convert 
them into an operating program. 

The Report states that, from an economic standpoint, 
the problems everywhere involve the most effective use 
of available resources to support adequate military 
security, to increase output, to obtain the needed distribu- 
tion of output, and to develop an international trading 
and financial pattern which can efficiently serve these 


In Western Europe, the recent difficulties of finding 
export markets have been superseded by the problem of 
producing sufficient goods and services to meet the new 
military requirements and minimum civilian needs, in- 
cluding the exports necessary for self-support. In most 
of the underdeveloped countries, economic stagnation, 
political unrest, and extreme poverty represent a growing 
threat to the rest of the free world, while adequate eco- 
nomic development is generally beyond their internal 
capabilities. The problems of both areas are related 
through the necessity of increasing raw material pro- 
duction for European defense. New capital should flow 
into the raw material producing countries to increase pro- 
duction. There are also serious price and distribution 
problems that have to be met before the increased ca- 
pacity for producing primary commodities can become 
efiective. For many commodities rapid price increases 
cannot appreciably increase supplies, but can serve only 
to reinforce dangerous inflationary pressures. At the 
same time, a system of unobstructed international trade 
and investment that can maximize output has to be 
developed. 

Major adjustments are needed in some U.S. national 
policies. A freer flow of imports would be of general 
benefit, and the administration of domestic price, allo- 
cation, and export controls must take foreign programs 
into account. 


Recommendations 


1. Aid to Western Europe and Japan. By the middle of 
1950, the output of most Western European countries 
and of Japan was rapidly becoming sufficient to make 
unnecessary further net additions to their own resources 
from outside aid. Now, however, the urgent need for 
rapidly creating defensive strength in Western Europe 
requires that the end of U.S. economic assistance be 
postponed. The United States should be prepared to con- 
tinue aid, apart from military equipment, for another 
three or four years, The amount needed will depend 
upon the rearmament effort undertaken by individual 
countries and its total impact on their economies, these 
factors being worked out primarily through the plan- 
ning agencies of the North Atlantic Treaty Organization. 
It should be administered so as to contribute to the fullest 
possible use of European resources, to encourage intra- 
European trade, and to help integrate the European 
economic effort. The United States should continue to 
support the development of an effective intra-European 
payments mechanism. In view of the special importance 
of sterling in world trade, the needed increase in British 
military expenditures should be achieved by means that 
avoid seriously worsening the external position of the 
United Kingdom. In Japan, current developments have 
improved the dollar reserves and balance of payments 
position. If these favorable trends continue, Japan may 
be self-supporting by fiscal 1952, although living stan- 
dards will remain below the prewar level. If Japan 
should be unable to increase production for export, how- 
ever, it may need external aid. 

2. Underdeveloped areas. The process of stimulating 
development in underdeveloped areas is slower and more 
complicated than that of assisting recovery in developed 
countries, and there are limits to the capacity of under- 
developed countries to absorb capital, Private investment 
should be considered the most desirable means of pro- 
viding capital, including technical and administrative 
skills. Treaties should be negotiated and government 
guarantees given against the risks of non-convertibility 
and expropriation. In the meantime, heavy reliance on 
public lending will be essential for rapid development. 
The combined efforts of the International Bank and the 
Export-Import Bank should provide effective technical 
assistance and a net outflow of capital of $600 million to 
$800 million a year, of which half or more should be 
supplied by the International Bank from sources other 
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than the U.S. Treasury. U.S. loans also should be per- 
mitted to be spent outside the United States, so that 
borrowers may buy goods wherever they are cheapest 
and other industrial countries will have an opportunity to 
expand exports and dollar earnings if they are sufficiently 
competitive. Where development and technical assistance 
cannot be financed soundly by loans, grants may be 
appropriate. Such grants might provide up to $500 
million a year for several years, apart from emergency 
requirements arising from military action. 

3. Procurement and export of goods in short supply. 
‘Rearmament programs in the United States and abroad 
greatly increase requirements for minerals and other 
raw materials. An unchecked scramble for supplies and 
the resulting impact on prices would adversely affect 
the balance of payments of many Western European 
countries and Japan, and would introduce an element of 
instability into the economies of exporting countries. 
In additon to U.S. domestic measures, there should be 
international collaboration in guiding supplies of scarce 
materials so as best to contribute to the common defense. 
Efforts should be increased to expand the output of scarce 
materials through the provision of capital funds and 
equipment, and also through long-term contracts. 

4. Promotion of U.S. international trade and financial 
objectives. The ultimate goal of world peace requires 
that world trade and capital investment be encouraged 
as a basis for rising standards of living and sound self- 
supporting economies. The United States should con- 
tinue to work through existing international organiza- 
tions for the elimination of discriminatory trade and 
exchange practices. The eventual desirability of stabili- 
zation credits to assist convertibility of currencies, no- 
tably sterling, for current account should be considered. 
But such credits should not be granted until all require- 


Sugar Agreement 

The International Sugar Council will meet in Decem- 
ber to consider an international commodity agreement, 
the discussion of which had been postponed pending a 
settlement between the United Kingdom and the West 
Indies on the long-term contract starting in 1952. Com- 
monwealth negotiations have now been completed with 
the acceptance of this contract by the West Indies (see 
this News Survey, Vol. III, p. 156), and the Common- 
wealth sugar contract will be incorporated in any scheme 
which the International Sugar Council may decide to 
adopt. Part of the annual requirements of the United 
Kingdom has been left out of the Commonwealth contract 
so that it could be allocated to outside exporters, such as 
Cuba and the Dominican Republic. 

The invasion of Korea brought a wave of buying, and 
spot supplies of raw sugar are now almost unobtainable. 
The new crop, however, will be available at the turn of 
the year and supplies are expected to be adequate to 
meet even the demand for hoarding. Production in 
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ments for convertibility, with the exception of adequy —& UL Capit 
reserves, have been met. Neither should they be extendej No accu 
unless convertibility will be accompanied by a reduction jy Londor 
of trade discrimination. Further general reductions in MH (ontinent 
the U. S. tariff should be sought under the Reciprocal HH pent app 
Trade Agreements Act, and unnecessary regulatory cup [% (eman tt 





toms barriers should be reduced. Legislation which pm 
quires that government procurement discriminate againg 
imported goods should be repealed. The agricultun| 
price support system and the methods of surplus disposal 
should be modified in ways helpful to foreign relations 
The use of government subsidies and other protective 
measures for the shipping industry should be limited tp 
the amount necessary to maintain operation of shipping 
facilities essential to national security. 

5. Administration of foreign economic programs. U. §, 
aid must now be channelled to those areas and for thos 
purposes where reasonable performance in the political 
and economic fields can be achieved. Performance 
standards will frequently have to be related to broad in 
ternal measures and policies, such as control of inflation, 
and grants and loans should be made conditional upon 
their achievement. It is important to develop a coopers 
tive and multilateral approach to foreign programs, 
notably through the United Nations and associated or. 
ganizations. The Executive Branch of the U. S. Gover 
ment needs a unified organization to cope with the com- 
plexities of loans, grants, technical assistance, production 
and procurement abroad of raw materials for defense, 
and measures to influence the international flow of goods 











































The machinery for coordinating operations in the foreign The r 
economic field with over-all foreign policy should alo & iy forei 
be improved. ened 
Source: Report to the President on Foreign Economic @ . 4, « 
Policies, Washington, D.C., November 10, 1950. aie 
1950-51 is estimated at 34 million tons, the largest crop * 
on record. lies 
Source: The Economist, London, England, November Sioee 
i}, 2908. 113 bill 
nine-m¢ 
Evrope 1950, 
U.K. Savings = 
Gross personal savings in the United Kingdom in 19) @ per 
amounted to £427 million, or approximately 5 per ceat @ + 3... 
of total personal disposable income. The net annual e . 
increase in the funds of the U.K. life assurance companies for th 
amounted to just over £200 million, so that more than banks 
40 per cent of gross personal savings was in life im reach; 
surance policies. The increase in shares and deposits a 
of building societies amounted to £97 million, or 23 pet a 
cent of the total; savings through the Trustees Savings pessib 
Bank were £54 million. There was a small dis-saving = 





of £2.6 million in National Savings certificates. 
Source: The Times, London, England, October 31, 1950. 
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J. Capital Inflow 
No accurate estimate of the net inflow of foreign funds 
ip London in October is possible, but reports from the 
Continent suggest that it was large, though the move- 
pent appears to have died down early in November. 
Geman traders are reported to have bought more than 
$0 million forward sterling, while Belgian forward 
gerling contracts are put at more than £50 million. 
fstimates of American and Swiss purchases are even 
larger, though the accuracy of all these figures is doubtful. 
Source: The Economist, London, England, November 

11, 1950. 


loney Supply in France | 

Statistics released by the Conseil National du Crédit 
thow an increase of 7 per cent in the money supply of 
France, from 2,828 billion francs at the end of June to 
3046 billion francs at the end of September. The actual 
pansion, however, was much less than these figures 
would suggest. The end-of-month settlements of 95 
billion francs, which should have taken place on Septem- 
ber 30, a bank holiday, were reported instead on October 
2 Therefore, a comparison of end-of-September and 
end-of-June figures tends to overestimate both deposits 
ind bank assets by 95 billion francs. After adjustment 
m this account, the money supply figure becomes 2,951 
billion francs, and the expansion is reduced to 123 billion, 
ie, to 4 per cent. Increased note circulation accounted 
for 96 billion francs, or nearly 80 per cent of the ex- 
pansion (after adjustment). 

The relevant changes in bank assets occurred chiefly 
in foreign holdings of the Bank of France, which in- 
ceased by 59 billion francs. Bank of France advances 
to the Stabilization Fund also increased, by 23 billion 
francs. 

The changes in other bank assets were mainly in loans 
to Government or to business. After adjustment, the 
inrease of bank credit to business was only 13 billion 
francs for the third quarter of 1950 (compared with 
113 billion francs for the third quarter of 1949). In the 
tine-month period December 31, 1949-September 30, 
1950, bank credit to business increased less than 100 
billion francs, i.e., less than 8 per cent of the amount 
of loans outstanding at the end of 1949, compared with 
35 per cent during the whole of 1949. The slackening 
of demand for credit by firms and individuals, rather 
than any direct credit restrictions, is mainly responsible 
for the slowing-down of bank credit expansion. Most 
banks still have a margin for further lending before 
teaching their ceilings. The demand for credit fell off 
mainly because of the increase in the money supply made 
possible by the creation of francs by the Bank of France 
vhen purchasing foreign currencies from exporters and 
tourists through the Stabilization Fund. The demand, 
however, is expected to increase in the fourth quarter, 





as a result of fiscal pressure and an increased: volume 

of output. 

Source: Agence Economique et Financiére, 
France, November 10, 1950. 


Impact of EPU on Exchange Controls in France 

In view of the trend toward multilateralization in the 
EPU, the French Exchange Control Office, on November 
7, 1950, modified an earlier notice under which trans- 
fers of funds between foreign accounts held by foreign 
residents with French banks were prohibited (except 
with the authorization of the French Exchange Control 
Office). Transfers are now allowed between “foreign 
accounts” held by residents of monetary zones repre- 
sented in EPU. This liberalization is also applied to the 
so-called “capital accounts.” 
Source: Agence Economique et Financiére, Paris, France, 

November 8, 1950. 

Danish-Brazilian Trade 

The Bank of Brazil has approved Danish coffee pur- 
chases of £1 million. The amount of coffee involved 
will cover Danish consumption for two months. Pre- 
viously, Denmark has had to pay for coffee in U.S. 
dollars. The new arrangement has been approved by 
the Bank of England. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, November 1, 1950. 


Swedish Export Tax 

The Swedish wood-processing industries and the Swed- 
ish Government have agreed that the export tax on 
lumber will be SKr 65 per standard, and that on wood 
pulp and paper and cardboard will range from SKr 40 
per metric ton for mechanical wood pulp to SKr 150 per 
metric ton for chemical wood pulp. If export prices 
(to the United Kingdom) increase in the future, the tax 
rates will be raised automatically by 50 per cent of the 
increase in prices. If export prices should fall below a 
base price, the tax rates will decrease to the same extent. 
The proceeds of the tax, estimated at SKr 400 million 
(US$78 million) for the current year, will be paid to a 
stabilization fund, which will be blocked. Seventy 
per cent of the receipts will be repaid to the industries 
at the rate of 20 per cent annually, starting January 1, 
1958; the other 30 per cent will be used for various 
social purposes. 

The Swedish monetary situation was fairly stable in 
the spring of 1950, but since then the pressure from 
inflationary factors has been great. The increase in 
export prices for lumber, wood pulp, and paper has been 
especially large, and the Government has feared that this 
would result in higher domestic prices. Sterilization of 
some of the export receipts will remove this danger. In 
connection with the agreement on export taxes, the price 
control for paper and cardboard has been abolished. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, November 6, 1950. 
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Norwegian Production 
Norway’s index of industrial production was 142 
(1938 = 100) in September, compared with 134 in 
August and 135 in September 1949. Production during 
the first nine months of 1950 as a whole was 7 per cent 
higher than in the same period last year. Output in 
export industries increased by 17 per cent over last year, 
the chemical and electrochemical industries showing the 
largest increase (32 per cent). The index for these 
industries for the first nine months of this year is 166 
(1938 = 100). 
Source: Statistisk Sentralbyré (Central Statistical Bu- 
reau), Press Release, Oslo, Norway, October 
28, 1950, 


Greek Counterpart Funds 

ECA counterpart funds in Greece from April 1948 
to September 1950 totaled 5,690 billion drachmas. Of 
this, 5 per cent, or 284 billion, was transferred to the 
U.S. Government account, 1,300 billion was transferred 
to the Greek Government’s account to meet budgetary 
deficits, and 1,756 billion (including 120 billion for 
loans on capital goods imports) was used by Greece for 
reconstruction and refugee care, leaving a balance of 
2,350 billion drachmas on September 30, 1950 in the 
“Greek State-ECA Counterpart Funds Account” with the 
Bank of Greece. Part of the balance consists of frozen 
deposits corresponding to the value of capital goods 
imported in accordance with the recovery program, which 
are not sold and therefore do not produce local currency 
counterpart funds, and the remainder serves as an off- 
setting element to the debit balance of the Government's 
budget account with the Bank of Greece. 

Average monthly withdrawals from counterpart funds 
for reconstruction were 46 billion drachmas in 1948-49, 
67 billion in 1949-50, and 96 billion in the first quarter 
of 1950-51. The increase in withdrawals this year is due 
to the fact that expenses for refugees’ resettlement are 
now included in the recovery program, while in 1949-50 
they were included in the budget. It is estimated that 
from April 1948 to September 30, 1950 “directly pro- 
ductive investments” (development of agriculture, in- 
dustry, tourism, etc.) absorbed only 25 per cent of total 
counterpart funds used for reconstruction and that 75 per 
cent was spent for transportation, housing, water and 
sewer projects, and similar purposes. 

Source: To Vima, Athens, Greece, October 24, 1950. 


EPU Report on Germany's Payments Problem 

The EPU management committee has considered a 
report from Mr. Per Jacobsson of the Bank for Inter- 
national Settlements and Mr. A. Cairncross of OEEC 
on Germany’s payments situation vis-a-vis the EPU (see 
this News Survey, Vol. Ill, p. 142), and their recommen- 
dations have been transmitted to the OEEC Council of 
Ministers. According to Agence Economique et Finan- 
ciére, the report describes Germany’s payments situation 


as difficult, but not to such an extent that recovery cap. 
not be expected within six months. It is maintained, 
however, that it would be absurd and dangerous to forrg 
Germany out of EPU, merely because of temporary 
difficulties. This would not help Germany, and it would 
be damaging to many other countries, particularly Dep. 
mark, the Netherlands, and France. The possibility 
of increasing Germany’s EPU quota is rejected becaus 
acceptance of such a solution in a moment of crisis 
would create a precedent dangerous for the stability 
of the EPU mechanism. 

The following proposals are reported to have been 
made to the OEEC council: 

(1) The German Government should submit before 
November 30, 1950 a scheme of reforms for absorbing 
the existing surplus purchasing power. These measures 
should include credit restrictions, stricter control of com. 
mercial banks by the Bank Deutscher Lander, control 
and limitation of investments, and increased taxation, 
Other measures should aim at preventing speculative 
imports. Import licenses shou‘ be granted only upon 
payment of 50 per cent of the total value of the import 
contract in Deutsche Marks. Further delays in the 
collection of export proceeds by exporters should not be 
permitted. 

(2) The OEEC Council should recommend that other 
countries should not make commercial agreements with 
Germany on terms which might be expected to establish 
a systematic balance or to show a surplus in their favor, 

(3) Germany should honor all the financial obliga 
tions arising through EPU transactions up to October 31. 
It is estimated that existing reserves are adequate for this 
purpose. 

(4) The managing board estimates at about US$20 
million the German deficit for operations to be carried 
out in the next few months. If its proposals are ap 
proved by OEEC, this deficit would be covered first by 
drawing on Germany’s residual “quota” in the EPU 
(about $20 million). German withdrawals from existing 
or future dollar resources would cover a further $60 
million. Finally, EPU would grant Germany an advance 
of $120 million under Article 13 of the EPU Agreement. 
This advance would not be an ordinary EPU credit, but 
would be withdrawn from EPU resources and repaid 
before December 31, 1951, with interest at a rate higher 
than is charged on ordinary EPU credits. 

Sources: Agence Economique et Financiére, Paris, 
France, November 8, 1950; The Economist, 
London, England, November 11, 1950. 


Polish Foreign Exchange Control 

The Polish monetary reform, introduced on October 
28, 1950 (see this News Survey, Vol. III, p. 142), con- 
tains a foreign exchange regulation which prohibits the 
possession of foreign exchange and gold coins by private 
persons. The decree of April 26, 1936, previously in 
force, forbade transactions in foreign exchange, but 





FINANCIAL NEWS SURVEY 


161 


ee 


permitted the possession of foreign exchange if it had 
heen bought before the date of the decree. Under the 
new regulation, all foreign exchange and gold coins must 
he sold to or deposited with the National Bank of Poland. 
Source: Polish Research and Information Service, Polish 

Newsletter, New York, N.Y., November 8, 1950. 


Middle East 


Technical Aid to Middle East 

Lebanon, Iran, and Iraq are to benefit from the first 
UNESCO allocation of technical aid under the UN 
technical assistance program for underdeveloped areas. 
The money will be used for technical and industrial 
training, the elimination of illiteracy, and the establish- 
ment of research centers. Each country receiving asstst- 
ance is required to contribute at least an equal amount 
of money in its own currency. UNESCO has a total of 
$23 million available for aid schemes. It is reported 
that Egypt has also applied for such assistance. 
Source: The Iraq Times, Baghdad, Iraq, September 20, 

1950. 


American Middle East Pipeline 
After nearly three years of work and expenditures of 


more than $200 million, crude oil is starting to move 
through the 30-31 inch pipeline from Saudi Arabia to 


the Mediterranean. The line is already three fourths 
filled, and the first oil was expected to reach Sidon around 
November 15. About 5 million barrels of oil are re- 
quired to fill the pipeline, which is 1,063 miles long 
(see this News Survey, Vol. III, p. 69). The line will 
deliver 315,000 barrels a day when operating at full 
capacity, which should be around January 1, 1951. 

Source: Al Ahram, Cairo, Egypt, October 30, 1950. 


Gold Imports into Turkey 


In September and October, 600,000 gold coins and 
about 500 kilograms of gold bullion were imported into 
Turkey from Switzerland, the Netherlands, and Syria. 
Gold prices have again started to decline after the upward 
movement which followed the outbreak of hostilities in 
Korea (see this News Survey, Vol. III, p. 61). 

Source: Ulus, Ankara, Turkey, November 7, 1950. 


lrano-Soviet Trade Agreement 


An Irano-Soviet Trade Pact, based on the barter 
agreement of 1940, was signed in Teheran on November 
4. The pact is to run for a year from November 10, 
1950. The Soviet Union is to send to Iran 75,000 tons 
of sugar, 30,000 tons of iron rails and railroad appliances, 
20,000 tons of cement, 50 million meters of cotton piece 
goods, US$500,000 worth of china and artificial china- 
ware, US$250,000 worth of timber, and US$250,000 
worth of paper and newsprint. Iran is to send to the 
Soviet Union 35,000 to 60,000 tons of rice, 3,000 tons 
of cotton, 10,000 tons of tobacco, 1,000 tons of wool, 


300 tons of goat hair, 4,000 tons of oilseeds, 300,000 
sheep and goat skins, 30,000 lambskins, and 9,000 tons 
of dried fruits and nuts. The trade will be channeled 
through government trading companies created for the 
purpose and Soviet commercial missions. 


Source: Evtéla’at, Teheran, Iran, November 7, 1950. 


Far East 


Indian Import Control 


The report of the Import Control Inquiry Committees 
which was set up by the Government of India in July 
1950 states that the fundamental problem of import con- 
trol is that of securing a maximum measure of stability 
in policy and administration, and the efficient and expedi- 
tious implementation of approved policy. The Com- 
mittee has recommended a minimum annual ceiling of 
Rs4 billion in the foreign exchange budget for imports 
during the next two years. It has also recommended that 
the present order of priorities for imports be revised; 
pending such revision, it has suggested an order: of 
priorities for the next two years, raw materials. and 
spare parts and accessories for existing industries being 
at the top. 

Other recommendations include decentralization of 
the licensing procedure, extension of the licensing period, 
increased facilities to newcomers, provision of greater 
freedom to import from any country in the soft currency 
area, and improvement in the efficiency of the import 
control organization as a whole. 

Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, November 1, 1950. 


Indian Trade 


Following a trade deficit in each of the five months, 
April to August 1950, India had a trade surplus of 
Rs51.4 million in September. 

Source: Embassy of India, Jndian News Bulletin, Wash- 
ington, D. C., October 31, 1950. 


Pakistan Food Exports 


The Pakistan Government has suspended all food 
exports until a clearer picture is obtained of the losses 
caused by the floods in West Punjab. The wheat yield 
for this year had previously been forecast at a little less 
than 4 million tons, of which about 500,000 would have 
been available for export. The countries primarily af- 
fected by the suspension will be Western Germany and 
Japan, which have wheat contracts—still only partly 
fulfilled—for 250,000 and 100,000 tons, respectively. 
Source: The Times, London, England, October 19, 1950. 


Pakistan's Trade and Payments Agreements 

Pakistan and Austria have concluded a one-year trade 
and payments agreement, effective to July 12, 1951, 
providing for trade valued at £1.9 million in each direc- 
tion. Specified amounts of the commodities to be ex- 





changed have been laid down in the agreement. Both 
parties are to grant each other most-favored-nation treat- 
ment in customs duties, taxes and other charges on 
imports or exports, transfer of payments, and customs 
regulations and formalities. The payments arising from 
the agreement are to be made in sterling through Aus- 
trian accounts in the United Kingdom, or through other 
mutually agreed channels. 

Pakistan has also concluded a one-year trade agree- 
ment with Japan, effective October 1, 1950. This agree- 
ment provides for trade valued at about £69.6 million, 
payment being made in sterling, as in the previous agree- 
ment between these two countries. The agreement binds 
Japan to furnish Pakistan with technological services for 
the development of various industries, especially cottage 
industries. During the six months ended June 30, 1950, 
Pakistan's exports to Japan amounted to the equivalent 
of about US$7.4 million, while her imports from Japan 
were valued at US$25.6 million. 

Under a one-year trade agreement between Pakistan 
and Switzerland, licenses for the export and import of 
certain goods will be granted within limits but without 
commitment as to the specific volume of trade. 

Sources: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., October 16 and 23, 
and November 6, 1950. 


Ceylon-U.S. Point Four Agreement 


On November 7, Ceylon and the United States signed 
an agreement providing for Point Four aid for the 
island’s economy. This agreement is more comprehen- 
sive than the one between the United States and Iran, 
which covers only specific projects (see this News Survey, 
Vol. III, p. 138). 

Source: The Journal of Commerce, New York, N. Y., 
November 8, 1950. 


Ceylon’s Foreign Trade 


In the first nine months of 1950, Ceylon had an aggre- 
gate trade surplus of Rs182.4 million compared with a 
deficit of Rs28.5 million in the same period of 1949. 
Exports in 1950 exceeded those of the comparable 1949 
period by Rs299.3 million, and imports by Rs87.9 
million. 

In trade with the United States, the surplus increased 
to Rs198.9 million (US$41.6 million) in 1950, from 
Rs20.8 million (US$6.3 million) in the corresponding 
nine months of 1949. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, October 
27, 1950. 


U.S. Trade with China 


U.S. Commerce Department controls over exports 
have resulted in a decline in total exports to China from 
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US$273 million in 1948 to US$83 million in 1949 ang 
US$33 million for the eight months through August 
1950. Significant quantities of tungsten, tin, tung oil, 
hog bristles, wool, and animal hair and feathers, as well 
as tea and spices have, however, been obtained from 
China by U.S. private traders. Imports of tungsten were 
3.9 million pounds in 1948, 4.6 million pounds in 1949, 
and 6.7 million in January-July 1950. 

In the eight months January-August 1950, raw cotton 
accounted for 83 per cent of all U.S. shipments to China, 
Recently, however, cotton exports have not been licensed, 
Source: Department of Commerce, Press Release, Wash. 

ington, D. C., November 12, 1950. 


Indonesia's Trade and Exchange Insurance 


From January to July 1950, Indonesia’s exports 
totaled 901 million roepiah, and imports 622 million. 
Exports in August are reported to be one-fifth greater 
than those in July; August import figures are not 
available. 


Other Publications of the International 
Monetary Fund 


STAFF PAPERS 


The second number of Volume I of Steff Pups 
has now been published. The subjects cov 
clude “Inflation in Latin America,” “The 
Price System and the Ruble Exchange Rate,” Some 
Economic Aspects of Multiple Exchange Rates.” 
The papers have been written by members of the 
Fund staff, but they do not necessarily express the 
policy or views of the Fund, its lh a Board, 
or its officials. 

Volume I will consist of three issues. Subscription, 
$3.50. Single issue, $1.50. 


BALANCE OF PAYMENTS YEARBOOK 


1948 
AND PRELIMINARY 1949 


This second Yearbook contains balance of pay- 
ments statements for 58 countries and a Europe 


and Latin America. The first Yea . a 
in 1949, covers 51 countries and Europe. and 
America. The data in both peblicnene are cml 
in such a way as to facilitate country-by-country 
comparisons. 

Price for each Yearbook: $5.00 for library buck- 
ram bound volume and $4.00 for paper bound volume. 


INTERNATIONAL FINANCIAL STATISTICS 


Statistics on all as of international finance 
for most of the countries in the world are contained 
in this publication. It is available monthly 
subscription, and will be sent by either eeueler 7 
or air mail throughout the world. For rapid 
livery to European subscribers, eee issue is Pie ated 
in Paris as well as in Washi 

ut 200 pages, manny. = Subseription, $5.00. 


Subscriptions for all aoe publications may be 
paid at approximately equivalent prices in currencies 
of most countries. 
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To protect importers from the possible reduction of 
the price of foreign exchange certificates, the Foreign 
Exchange Institute now offers risk insurance at one-half 
of one per cent per month on the value of the exchange 
certificate. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., November 13, 1950. 
{A Aid to Taiwan 

ECA announced on November 1 that US$3.7 million 
has been allotted to Taiwan to finance the purchase of 
US. equipment and technical services needed for five 
power projects as follows: (1) $1.0 million for purchases 
of material and equipment for the island’s existing trans- 
mission and distribution systems; (2) $1.5 million for 
equipment and materials for the station, sub-station, and 
transmission lines of the Tien-Leng hydroelectric power 
project, on which construction work is now being car- 
tied on by the Taiwan Power Co.; (3) $669,000 for the 
rehabilitation of the typhoon-damaged Li-Wu hydro plant 
on the east coast of Taiwan, and completion of a cross- 
island east-west transmission tie-line; (4) $316,000 for 
a additional transformer bank of 40,000 KVA for the 
Taipei primary sub-station; and (5) $207,000 for two 
coal pulverizer mills for the Pei-yu steam station. 


Source: Economic Cooperation Administration, Press 
Release, Washington, D. C., November 1, 1950. 


Philippine Capital Requirements 

A recent survey by the Central Bank of the Philippines 
gtimates that P976 million (US$488 million) will be 
required over a period of five years, ending in 1954, for 
capital expenditure in noncommercial fields. Of the 
total, P420 million will be needed to cover dollar costs of 
imports distributed as follows: agriculture P181 million, 
industry P119 million, mining P11 million, transportation 
ad communications P91 million, public works P18 mil- 
lion. Peso requirements in these fields are estimated as 
follows: agriculture P374 million, industry P93 million, 
nining P11 million, transportation and communications 
P23 million, public works P55 million. 
Source: Department of Trade and Commerce, Foreign 

Trade, Ottawa, Canada, November 4, 1950. 


United States and Canada 
Outlook for U.S. Agriculture 


A very strong demand for most farm products in 1951 
it prices substantially higher than during the first half 
of 1950 has recently been forecast by the U.S. Depart- 
ment of Agriculture. Despite higher costs of production, 
farmers’ net income may rise 15 per cent or more above 
1950, but is not likely to reach 1947-48 peak levels. The 
Department points out that a high level of demand for 


food in 1951 may be reinforced by shortages of other 
consumer goods. 

With normal weather conditions, total supplies are 
likely to be larger than in 1950, and will probably permit 
some per capita consumption increase even after an 
allowance for expansion of military personnel to three 
million persons. The combination of reduced foreign 


demand due to the continuing improvement in Western 

European agriculture with reduced exports of food under 

ECA will leave more supplies for domestic consumption 

and stocks. 

Source: Department of Agriculture, Demand and Price 
Situation, Washington, D.C.; October 28, 1950. 


Joint U.S.-Canada Priorities 


On November 8 the U.S. National Production Au- 
thority issued an order which establishes a joint priority 
system between the United States and Canada with 
respect to the production of defense goods. A producer 
in the United States with a DO (Defense Order) rating 
may purchase needed materials in either Canada or the 
United States. Canadian producers in turn may obtain 
a DO rating for materials to be imported from the United 
States by applying to the National Production Authority 
through the Projects Division of the Department of 
Trade and Commerce. Canada does not as yet have its 
own priority system, but in effect is now included in that 
of the United States. 

Source: The Journal of Commerce, New York, N.Y., 
November 8, 1950. 


Canada’s International Economic Position 


In an address in Toronto on November 9, Mr. Graham 
Towers, Governor of the Bank of Canada, called for. some 
relaxation in world trade restrictions and discrimination 
and for a re-examination of policies based on the as- 
sumption that “an extreme and stubbornly enduring dollar 
shortage was an unavoidable feature of the postwar 
world.” He supported this view by stating that the over- 
seas world is now approximately in balance on current 
account with both the United States and Canada. Mr. 
Towers also commented on the recent substantial in- 
crease in Canadian official gold and U.S. dollar reserves, 
attributable to large-scale capital inflows into Canada 
since June. He remarked that the Government was com- 
pelled to finance the purchase of U.S. dollars by the 
Foreign Exchange Control Board through the issue of 
Can$200 million of deposit certificates to the chartered 
banks, and the sale of nearly Can$300 million of foreign 
exchange to the Bank of Canada on a temporary basis. 
Source: Address by Mr. Graham Towers, Governor of 

the Bank of Canada, to the Empire Club and the 
Canadian Club of Toronto, Toronto, Canada, 
November 9, 1950. 





Latin America 


Cuba's Molasses Output 

All of Cuba’s exportable supply of blackstrap molasses 
to be produced in 1951 has already been sold to American 
and British interests at a price of 20 cents a gallon. The 
price received this year is estimated at 5 to 6 cents a 
gallon. Production of blackstrap is estimated at 300 
million gallons, of which Cuba has sold 140 million 
gallons to American buyers, 50 million gallons to the 
United Kingdom, and will retain the remainder for home 
needs. The blackstrap will be used in the manufacture 
of alcohol, which goes into the production of explosives, 
synthetic rubber and industrial uses. 
Source: Diario de la Marina, Havana, Cuba, November 

9, 1950. 


Salvadoran Stockpiling 


The Government of El Salvador plans to stockpile $4 
million worth of material and equipment against the 
possibility of U.S. export controls. To finance the pro- 
gram, the Government will float a $4 million Treasury 
note or bond issue. The major part of the financing 
will be accomplished by unfreezing large and idle govern- 
ment bank deposits presently tied up by a complicated 
accounting system. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., November 6, 1950. 
Brazil's Dollar Gap 


Since Brazil continued to restrict severely its hard cur- 
rency imports in the first six months of this year, it was 
able to reduce considerably its backlog of commercial 
obligations to U.S. exporters. The prohibitions on dollar 
imports, however, led to increased purchases in soft 
currency areas; exports to the soft currency areas, on 
the other hand, became more difficult as a result of cur- 
rency devaluations. Therefore, a shortage of soft cur- 
rencies developed and transfers of soft currencies for 
travel and other services were suspended. A similar 
suspension for hard currencies has been in effect since 
May 1949. 

During the half year, exports to hard currency areas 
totaled 5.5 billion cruzeiros and imports 3.6 billion; ex- 
ports to the soft currency areas were 3.6 billion cruzeiros 
and imports 4.1 billion. 

‘Sources: The South American Journal, London, England, 
October 28, 1950; Brazilian Government Trade 
Bureau, Brazilian Bulletin, New York, N.Y., 
November 1, 1950. 


Nitrate Program in Chile 


' The Nitrate and Iodine Sales Corporation has advised 
the Chilean Government that, because of rising costs and 
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the competition of synthetics, it will be unable to delive 
as much exchange as formerly. The Government hy 
accordingly modified the exchange procedure for nitrate 
exports as follows: the Corporation is to deliver ¢. 
change of $20 a ton, which, on the basis of exports of 
1.6 million tons, means a total of $32 million. A smal 
quantity of dollars will be sold at the rate of 19.37 pesos 
per dollar, and the rest at the rate of 50 pesos per dollar, 
This procedure is to be put into effect during the 
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fiscal year 1950-51. In return for this concession, the le 
nitrate companies are to complete and expand certain exchang’ 
installations. and esta 
Source: Camara de Comercio de Santiago, Informativy Fund ha 

Semanal, Santiago, Chile, October 3, 1950. Iran 
Argentine Export Monopoly . Ml 
The Argentine Government has issued a decree defining Anglo-lh 
the scope of the Trade Promotion Institute’s intervention — 
in the country’s export trade, and has appended a list of Consulte 

the products over which the Institute has an export mo- 

nopoly. Private firms, however, may be authorized to At Te 
export products included in the list if the operation is to the | 
effected through the Institute. The list includes the consulta 
following: imposec 
(1) Arable farming products and those derived there- provisic 
from: wheat, maize, oats, barley, rye, and oilseeds; oils consulte 
and oleaginous offals and by-products; products and to acce| 
by-products of the flour milling industry; and compound cerning 
foodstuffs containing products or by-products as listed change 
above. tenting 
(2) Pastoral farming products and those derived wo it b 
therefrom: cattle meat, hides, fats and tallow, and certain oom 
offals; sheep meat, fats and tallow, and offals; and pig _ 
meat, fats and tallow, certain offals, and canned meats. - 
(3) Forest products: quebracho and/or urunday ra d 
extract. tralia, 
Source: The Review of the River Plate, Buenos Aires, sterling 
Argentina, September 19, 1950. Southe 
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International Financial News Survey, written by from | 
members of the staff of the Fund, is based on mate- The 

rial published in newspapers, periodicals, official Gans 

documents, and other publications as cited at the : 
end of each note. Explanatory material may be beatric 
added, but no Fund editorial comment or opinion. positic 
Therefore any views expressed are taken from the the Ft 
sources quoted and are not necessarily those of the report 
Fund. shouk 

The News Survey is published weekly, except in 

the Christmas and New Year weeks. It may be o> arer 
tained by applying to out al 
The Secretary that | 
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